
COMMONWEALTK OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * c * * 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC 1 
SERVICE COMMISSION OF THE 1 
APPLICATION OF THE FUEL A D J U S T -  ) CASE NO. 
MENT CLAUSE OF SALT RIVER RURAL ) 8612-C 
ELECTRIC COOPERATIVE CORPORATION 
FROM NOVEMBER 1, 1983 TO ) 
APRIL 30, 1984 ) 

O R D E R  

Pursuant to 807 KAR 5 ~ 0 5 6 ,  Section 1(11), t h e  P u b l i c  Ser- 

Vice Commission ('Commissionn) i s s u e d  an Order on J u l y  11, 1984 ,  

requiring Salt River Rural Electric Cooperative Cooperation ( " S a l t  

River') to notify its customers of a hearing to be h e l d  on August, 

2 ,  1984. S a l t  River was n o t  required to appear a t  the scheduled  

hearing u n l e s s  an appearance was requested by t h e  Attorney 

General's Division of Consumer P r o t e c t i o n  or other interested 

parties, or by the Commission on i t s  own motion. Furthermore, 

Salt River f i l e d  an affidavit e t a t i n g  its compliance with t h e  

provisions of t h e  Fuel Adjustment Clause ( "FAC") as prescribed in 

807 KAR 5x056. Salt River  also filed its monthly fuel c h a r g e s  for 

the 6-month period under review. 

Following proper notice, no party of record requested S a l t  

River to appear at the hearing scheduled f o r  August 2, 1984 .  

However, on August 2, 1984, Owens-Illinois, Inc., (aO-Ia) f i l e d  a 

motion to in tervene  in t h e  FAC proceedings. 0-1 requested t h a t  

t h e  Commission s c h e d u l e  a hearing a t  a later date or allow 0-1 to 



.. 

f i l e  w r i t t e n  comments so t h a t  it may s ta te  its p o s i t i o n  c o n c e r n i n g  

t h e  c a l c u l a t i o n  o f  t h e  l i n e  loss  component i nc luded  i n  S a l t  

R i v e r ' s  FAC. 

I n  i ts Orde r  of A u g u s t  1 4 ,  1984, the Commission g r a n t e d  

0-1's request to  f i l e  w r i t t e n  comments conce rn ing  S a l t  R ive r ' s  

l i n e  loss c a l c u l a t i o n .  Hence, 0-1 f i l e d  its w r i t t e n  c o m m e n t B  o n  

A u g u s t  31, 1984,  c l a i m i n g  t h a t  LPR-1 customers were b e i n g  charged  

for a 'phantom" l i n e  loss  as p a r t  of t h e  FAC. 0-1 s t a t e d  t h a t  

t h i s  phantom l i n e  loss is a r e s u l t  of S a l t  R i v e r ' s  sys tem a v e r a g e  

l i n e  loss b e i n g  a p p l i e d  t o  its FAC ra te  even  though 0-1 has n o  

l i n e  loss, s i n c e  it is s e r v e d  d i r e c t l y  by E a s t  Kentucky Power 

Coopera t ive  C o r p ~ r s t i o n ~ s  e lectr ic  t r a n s m i s s i o n  f a c i l i t i e s  v i a  a 

s u b s t a t i o n .  Thus,  0-1 r e q u e s t e d  t h e  Commission t o  require  S a l t  

River  t o  e l i m i n a t e  t h e  l i n e  loss  c h a r g e  from LPR-1 rates. 

S a l t  R i v e r  f i l e d  its r e s p o n s e  t o  0-1's comments  on 

September 2 7 ,  1 9 8 4 ,  c l a i m i n g  t h a t  it had complied w i t h  t h e  

p r o v i s i o n s  of 807 KAR 5:056, and c o r r e c t l y  c a l c u l a t e d  and a p p l i e d  

t h e  FAC as set f o r t h  by  t h e  Commission. Fur thermore ,  Kenneth 

Hazelwood, manager of S a l t  R ive r ,  s t a t e d  t h a t ,  'Although 0-1 

c o u n s e l  is correct i n  s t a t i n g  t h a t  no l i n e  loss  is associated w i t h  

ra ta  class LPR-1,  S a l t  Rfver- has n o t  over- a d j u a t e d  the PAC f o r  

l i n e  loss t h a t  d i d  n o t  e x i s t . " '  M r .  Hazelwood a lso p o i n t e d  o u t  

t h a t  c a l c u l a t i n g  a seperate FAC rate for 0-1 would n o t  create any 

undue  h a r d s h i p  for S a l t  R i v e r ,  b u t  i t  would create a d d i t i o n a l  
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2 record keeping  and expense  f o r  S a l t  River. 

O n e  objective of the PAC is to keep the FAC rate as Close 

to ze ro  a s  p o s s i b l e  w h i l e  a l l o w i n g  t h e  e lectr ic  companies t o  

r e c o v e r  f u e l  expenses  i n  a t i m e l y  manner wh ich  is accomplished by 

r o l l i n g  f u e l  expenses  i n t o  t h e  base ra tes  e v e r y  2 y e a r s .  The 

Commission would l i k e  t o  p o i n t  o u t  t h a t ,  a l t h o u g h  0-1 is b i l l e d  

more because of t h e  i n c l u s i o n  of l i n e  loss i n  t h e  calculat ion of 

t h e  FAC ra te  when i t  i s  a c h a r g e ,  0-1 ge t s  a l a r g e r  re fund  t h a n  is 

d u e  them when t h e  FAC rate is a c r e d i t .  DUKing t h e  6-mOnth p e r i o d  

under review S a l t  R i v e r ' s  FAC ra te  w a s  a c r e d i t  f o r  5 o u t  of 6 

months. The Commission would e x p e c t  t h e s e  f l u c t u a t i o n s  t o  equal  

out o v e r  t i m e .  While t h e  C o m m i s s i o n  u n d e r s t a n d s  0-1's p o s i t i o n ,  

t h e  Commission i s  n o t  convinced  t h a t  such  t r e a t m e n t  shou ld  be 

a f f o r d e d  0-1 e s p e c i a l l y  i n  l i g h t  of t h e  a d d i t i o n a l  burden  and 

expense  t h a t  Salt R i v e r  m u s t  i n c u r  t o  accommodate 0-1. A f t e r  re- 

viewing s a l t  R i v e r ' s  monthly f u e l  clause f i l i n g s  f o r  the 6-month 

p e r i o d  unde r  rev iew,  t h e  Commission is of t h e  o p i n i o n  t h a t  S a l t  

River has complied w i t h  the p r o v i s i o n s  of 807 KAR 51056 and 0-1'8 

request shou ld  be den ied .  

I T  IS THEREFORE ORDERED t h a t  the c h a r g e e  collected by S a l t  

R ive r  t h rough  t h e  f u e l  a d j u s t m e n t  c l a u s e  for t h e  period November 

1, 1983, t h rough  April  30,  1984, be and t h e y  he reby  are approved.  

I T  IS FURTHER ORDERED t h a t  0-1's request to require  S a l t  

R ive r  to e l i m i n a t e  t h e  l i n e  loss cha rge  from LPR-1 rates be  and it 

hereby is d e n i e d .  



Done a t  Frankfort ,  Kentucky, this 17th day of Octo&, 1984. 

PUBLIC SERVICE COMMISSION 

V i c e  Chairman V I 

Acting secretary 


